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E.O. 11652: N/A 
TAGS: ECON, EFIN, BE 
SUBJECT: BALANCED BUDGET 

REF: BRUSSELS 4259 

1. SUMMARY: AFTER INTENSIVE TWO DAY SESSION, CABINET 
EMERGED WITH GOB ORDINARY BUDGET WHICH MINISTERS DESCRIBED 
AS BALANCED AND NON-INFLATIONARY. END SUMMARY. 

2. AS REPORTED REFTEL, GOB CABINET HAS BEEN BUSY TRIMMING 
ORIGINAL MINISTERIAL BUDGET SUBMISSIONS TO FIT PRIME MINISTER'S 
OBJECTIVE OF HOLDING EXPENDITURES INCREASE TO 1 1 PERCENT. AFTER 
TWO DAYS OF INTENSIVE WORK, PRIME MINISTER ANNOUNCED THAT 1974 
GOB ORDINARY BUDGET WILL BE BALANCED WITHOUT NEW TAXES AT 
BF 472.7 BILLION AND THAT 11.7 PERCENT INCREASE OVER 1973 BUDGET 
WILL NOT BE INFLATIONARY SINCE 1974 GNP GROWTH IS ESTIMATED AT 
11.5 PERCENT. 
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3. THIS DESCRIPTION MET WITH SOME SKEPTICISM IN PRESS, WHICH 
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POINTED TO SOME OF DEVICES USED TO BRINGING BUDGET INTO BALANCE 
AND WITHIN 1 1 .7 PERCENT INCREASE: 

A. CONTRIBUTIONS TO EEC BUDGET ARE EXCLUDED FROM GOB 
ORDINARY BUDGET EXPENDITURES FOR 1974. 

B. INCREASE OF 1 1 .7 PERCENT BASED ON COMPARISON TO 
ADJUSTED (UPWARD TO BF 423 BILLION) 1973 BUDGET RATHER THAN TO 
ORIGINAL 1973 BUDGET, WHICH WOULD HAVE YIELDED INCREASE 

OF 16.2 PERCENT OR, INCLUDING CONTRIBUTIONS TO EEC, OF ABOUT 

17.5 PERCENT. 

C. ESTIMATES OF 1974 RECEIPTS ARE OPTIMISTIC, BASED ON 

11.5 PERCENT GNP INCREASE AND ASSUMPTION OF IMPROVED TAX 
COLLECTION (ANTI-FRAUD). 

PRESS DOES, HOWEVER, ACKNOWLEDGE THAT CONSIDERABLE EFFORT HAS 
BEEN MADE TO AVOID INFLATIONARY BUDGET. 

4. DETAILED BUDGET FIGURES NOT YET AVAILABLE, BUT IT APPEARS THAT 
LARGEST CUTS IN MINISTERIAL BUDGET SUBMISSIONS WERE IN 
EDUCATION, SOCIAL SECURITY, AND FONDS DES COMMUNES, DEFENSE 
BUDGET SUBMISSION WAS CUT BY BF 725 MILLION AND AID SUBMISSION 
BY ONLY BF 100 MILLION. 

5. WHILE NO NEW TAXES WERE ANNOUNCED, COMING INTO EFFECT OF 
BENELUX EXCISE TAX HARMONIZATION NEXT YEAR WILL IN FACT RAISE 
EXCISE TAXES ON CIGARETTES AND BEER WHICH SHOULD YIELD AN 
ADDITIONAL BF 1.3 BILLION. RECEIPTS WILL ALSO BE INCREASED BY 
YEAR'S DELAY IN "DETAXATION" OF INDUSTRIAL INVESTMENTS (WHICH 
SCHEDULED IN 1972 AS PART OF TRANSITION TO TVA), YEAR'S DELAY IN 
PAYMENT OF CERTAIN INVESTMENT SUBSIDIES, AND GOB'S RECENT 
DECISION TO BEGIN TAXING SEMI-GOVERNMENTAL CREDIT INSTITUTIONS, 
AT NORMAL CORPORATE INCOME TAX RATE OF 42 PERCENT. 

6. EXTRAORDINARY BUDGET (LARGELY GOB CAPITAL EXPENDITURES) 

IS SET AT BF 1 17 BILLION, UNCHANGED FROM ORIGINAL 1973 BUDGET 
ESTIMATE. 

7 COMMENT: EVEN TAKING INTO ACCOUNT USUAL CAMOUFLAGE, 
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1974 BUDGET PREVISIONS SEEM REASONABLY RESPONSIBLE IN FACE 
OF PRESSING INFLATIONARY PROBLEM. HARDEST HIT BY BELT-TIGHTENING 
IS PROBABLY INDUSTRIAL INVESTMENT, BUT THIS MAY BE APPROPRIATE 
CYCLICAL MEASURE, GIVEN INCREASING PRIVATE CAPITAL INVESTMENT. 
BOOCHEVER 
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